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1. These policy wrappers are known as sinking funds as they do not have a life assured. They are governed by the Long-term 
Insurance Act, 52 of 1998, the Insurance Act, 18 of 2017, and the Income Tax Act, 58 of 1962. 

2. Units are sold and tax may be triggered within the policyholder fund when the withdrawal is processed.

This is the copyright of Ninety One and its contents may not be re-used without Ninety One’s prior permission.

Many investors have made life policy wrappers 
the cornerstone of their portfolios. The Ninety 
One Life Portfolio and Ninety One Global Life 
Portfolio offer attractive tax and estate planning 
benefits – reducing the tax drag on capital 
growth and simplifying succession on death.1 

One feature that is often underused, however, is the loan facility. 
For advisors who take the time to understand how this feature works, 
it opens up meaningful planning opportunities – from managing 
liquidity during a client’s working years to facilitating a smooth 
transfer of wealth to the next generation.

At its core, a loan from a Ninety One Life Portfolio is processed as a 
withdrawal, but with one important distinction: the investor has the 
option to repay it.2 For a comprehensive overview of how the loan 
facility works, see our FAQ document.

https://ninetyone.com/en/south-africa/investment-platform/our-product-solutions/tax-efficient-investments
https://ninetyone.com/en/south-africa/investment-platform/our-product-solutions/tax-efficient-investments
https://ninetyone.com/en/south-africa/investment-platform/our-product-solutions/offshore-investing/global-life-portfolio
https://ninetyone.com/en/south-africa/investment-platform/our-product-solutions/offshore-investing/global-life-portfolio
https://ninetyone.com/-/media/documents/product-guides/91-loan-facility-faqs-en.pdf
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A planning tool across life stages
To illustrate how this feature can be used in practice, consider Tim – a 50-year-old 
South African entrepreneur who has built a successful business. 

As a high-income earner, tax efficiency has become central to his portfolio 
planning. Tim meets with a financial advisor for the first time, five years before his 
planned retirement. He has built a retirement nest egg through retirement annuities 
and tax-free savings accounts for himself and his wife. These investment vehicles 
have provided Tim with tax-free growth and will be a key source of income in 
retirement. Tim kept surplus capital in a bank account to support his business when 
needed. As a conservative investor, he has never invested offshore.

As part of a thorough portfolio review, Tim’s advisor suggested reinvesting the 
cash across five local Ninety One Life Portfolio contracts, each invested in 
conservative unit trusts. The contracts still served as the safety net he required, 
while reducing his overall tax liability on invested capital when compared with 
investments in Tim’s own hands. His marginal income tax rate is 45% while income 
tax within the individual policyholder fund is fixed at 30% based on current 
legislation. Five separate contracts gave Tim liquidity flexibility – each carrying the 
option of one loan and one surrender during the first five years, with unrestricted 
access thereafter.

Tim also invested a portion of his surplus capital in a Ninety One Global Life 
Portfolio, recognising the need for offshore diversification.

During the working years: preserving flexibility

As Tim’s business grew, it periodically needed capital. Rather than 
surrendering from his Life Portfolios, Tim elected to take loans instead. 
This kept the contracts in force so that they continued to move towards 
maturity, and, critically, preserved his ability to repay capital back into them 
when surplus cash became available.

When Tim received distributions from the business, he repaid portions of the 
loans on the Life Portfolio contracts. Had he taken the previous withdrawals 
as surrenders instead of loans, he would not have been able to repay capital 
into the contracts because of the 120% contribution limits that traditionally 
apply to life wrappers.3 This demonstrates one of the practical advantages of 
using loans against a Life Portfolio rather than surrendering the investment.

Had Tim realised a capital loss as a result of any of his loans, Ninety One would 
have maintained a record of this and used it to reduce the tax liability against 
future capital gains realised within the relevant policyholder fund.

3.	 Any additional contribution to the Life Portfolio cannot exceed 120% of the highest annual contribution in the previous two years. 
This rule remains in force for the full investment term.
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Approaching retirement:  
reinvesting business sale proceeds

As Tim neared retirement and anticipated a significant lump sum from selling 
his business, his advisor suggested repaying all remaining outstanding loans 
against the local Life Portfolios. 

With the contracts now older than five years, the restricted period had 
passed. Repaying the loans allowed Tim to reinvest the sale proceeds into a 
tax-efficient environment – and to supplement his living annuity income with 
withdrawals from the Life Portfolios, which attract more favourable tax rates 
than investments held in his own hands. 

Succession: keeping wealth out of the  
estate administration process

In the event of Tim’s death, the Life Portfolio contracts would not need to pass 
through the estate administration process. They would mature immediately 
and become available to his beneficiaries, who could continue the contracts, 
receive cash lump sums, or choose a combination of both.

Each beneficiary would inherit their share as a separate contract, allowing 
them to manage the capital according to their individual risk profiles and to 
nominate their own primary and alternative beneficiaries.

Where the beneficiaries elect to continue with the contracts, there would 
be no immediate capital gains tax (CGT) implications within the policyholder 
fund. Any unrealised capital gain rolls over to the beneficiary’s contract and 
will only be triggered on a future taxable event. There will also be no further 
restriction period. Importantly, since the 120% contribution limit remains in 
force for the full investment term, it may restrict beneficiaries from making 
further contributions. If, however, loan balances were outstanding at the 
time of death, beneficiaries may receive the right to repay those amounts – 
unlocking further investment opportunities for the beneficiary.
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Ceasing tax residency: a deliberate final 
use of the loan

After turning 60, Tim and his wife decided to retire abroad. Following advice 
from their tax specialist, they chose to cease South African tax residency. 
Ceasing South African tax residency may trigger a deemed disposal of certain 
assets for CGT purposes, subject to statutory exclusions. For individuals taxed 
at the top marginal rate, the effective CGT rate on taxable capital gains may 
be as high as 18%. Fortunately, investments such as retirement funds, living 
annuities and Life Portfolios are sheltered from these exit taxes. 

One month before ceasing tax residency, Tim’s advisor suggested taking 
loans up to the maximum permitted against all local Life Portfolio contracts. 
The loans – still processed as withdrawals – triggered CGT at 12% within the 
policyholder fund. Tim reinvested the proceeds in the Ninety One International 
Investment Portfolio, which was suitable for his new tax jurisdiction.

He also took a 95% loan against his Global Life Portfolio contract and 
reinvested those proceeds in the Ninety One International Investment 
Portfolio. Tim chose a loan rather than a surrender deliberately: he intended 
to cede the remaining balance and outstanding loan to his daughter living 
in South Africa, who is the primary beneficiary on the contract. The cession 
may be considered a donation for donations tax purposes, subject to 
available exemptions and thresholds, but does not trigger CGT on a change 
of ownership. His daughter becomes the new policy owner, subject to the 
policy terms, which may allow her to repay any outstanding loan balance on 
the contract. She can invest the funds according to her own risk profile and 
nominate primary and alternative beneficiaries. She can also contribute to the 
contract if permitted under the 120% contribution limits.

Utilising the loan when ceasing tax residency

Source: Ninety One.

Global Life
Portfolio

Beneficiary: SA daughter

	ɽ Daughter becomes new owner with rights  
to repay loan

	ɽ No interest or fees charged on loan

	ɽ Loan does not form a liability in the estate

	ɽ Life portfolio excluded from exit tax

	ɽ Repayment exempt from 120% contribution rule

International Investment Portfolio

	ɽ Guernsey nominee structure 

	ɽ No SA tax reporting

	ɽ No probate where SA advisor linked

	ɽ Estate duty liability driven by investor jurisdiction

95% loan

95% loan
5% ceded to daughter
95% outstanding loan

Outright cession

Proceeds reinvested

https://ninetyone.com/en/south-africa/investment-platform/our-product-solutions/offshore-investing/international-investment-portfolio
https://ninetyone.com/en/south-africa/investment-platform/our-product-solutions/offshore-investing/international-investment-portfolio
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The planning case in summary
The loan facility is not complex, but it rewards those who understand it. Because 
a loan carries no interest, no fee, and creates no estate liability, it can offer more 
flexibility than a surrender in the right circumstances. That said, a loan is still a 
withdrawal: units are sold, tax may be triggered within the policyholder fund, 
and the investor will not participate in market growth on the withdrawn amount 
until such time as the loan is repaid. The upside – particularly around the 120% 
contribution rule, capital loss recording and beneficiary planning – can be 
substantial.

Tim’s story illustrates how loans, applied thoughtfully across different life stages, 
can compound into meaningful planning outcomes. For clients who hold a Life 
Portfolio, the more useful question is not simply ‘loan or surrender?’ – it is whether 
a loan better preserves flexibility in their specific circumstances.



C
S

_9
9

8 
0

6
/2

0
26

Important information

All information, representations and opinions provided are of a general nature and provided for information purposes only. We 
are not acting and do not purport to act in any way as an advisor or in a fiduciary capacity. No one should rely or act upon such 
information or opinion without appropriate professional advice. We endeavour to provide accurate and timely information but 
make no representation or warranty, express or implied, with respect to the correctness, accuracy or completeness of the 
information and opinions. We do not undertake to update, modify or amend the information on a frequent basis or to advise any 
person if such information subsequently becomes inaccurate.

The investments referred to in this document are generally medium to long-term investments. Their value may go down as well 
as up and past performance is not necessarily a guide to future performance. The Management Company does not provide any 
guarantee either with respect to the capital or the return of a portfolio. Fluctuations or movements in exchange rates may cause 
the value of the underlying international investments to go up or down.

Certain Ninety One funds are offered as long-term insurance policies issued by Ninety One Assurance Limited, a registered insurer 
in terms of the Insurance Act. A prospectus or factsheet is available in respect of the underlying investment fund on request from 
Ninety One Assurance Limited. Pooled products for individual investors are administered by Ninety One Investment Platform 
(Pty) Ltd (an authorised financial services provider) and issued by Ninety One Assurance Limited. Any additional information on the 
strategies or funds including application forms, fees and reports can be obtained, free of charge, at www.ninetyone.com.

Except as otherwise authorised, this information may not be shown, copied, transmitted, or otherwise given to any third party 
without Ninety One’s prior written consent. Ninety One Investment Platform (Pty) Ltd and Ninety One SA (Pty) Ltd are authorised 
financial services providers. Ninety One Guernsey Limited and Ninety One Assurance Ltd, Guernsey Branch, are regulated by the 
Guernsey Financial Services Commission. © 2026 Ninety One. All rights reserved. Issued by Ninety One, June 2026.

Contact information

36 Hans Strijdom Avenue 
Foreshore, Cape Town 8001 
Telephone: +27 (0)21 901 1000 

Client service 

Client service support: 0860 500 100 
International clients: +27 (0)11 508 3801 
Email: clientservice@ninetyone.com 

Financial advisors 

Advisor service centre: 0860 444 487 
Email: advisor.service@ninetyone.com 
Alternatively, please contact your Ninety One investment consultant. 

Ninety One Guernsey Limited 
GFSC reference: 18282 
PO Box 250 
St Peter Port
Guernsey
GY1 3QH
Channel Islands

www.ninetyone.com
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